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The price of crude oil took a steep dive last 
year, plunging from $95 per barrel just a year 
ago to the low $40-range by December, where 
they remain today (Figure 1).  Goldman Sachs 
has recently suggested that it could drop fur-
ther, even into the $20 range.  Low oil prices 
mean low gasoline and ethanol prices. 
The fundamentals behind the oil price drop, as 
I mentioned in this space a year ago, are the 
dramatic increases in oil pumped by the Unit-
ed States (Figure 1) on the supply side, and the 
generally sluggish world economy on the de-
mand side.  But those factors didn’t just appear 
in September last year, so what’s going on? 
First, it takes time for fundamentals to work 
through the fog of market uncertainties.  But 
beyond that in the oil markets, Saudi Arabia 
plays a heavy role by intentionally changing its 
production to affect price, obscuring or offset-
ting the effect of fundamentals for a time.  Tra-
ditionally, their intent was to stabilize price. 
Notice from Figure 1 that the Saudis substan-
tially increased their output during mid-2013, 
widely viewed as an effort to reduce the world 
price, which was around $100/barrel at that 
time. Presumably, lower prices would discour-
age continued increases in production from 
the new oil sources in the United States.  Con-
sistent with that view of their behavior, they 
began reducing output as the price fell below 
$100.   
September 16, 2015 
Market Report  Year 
Ago  4 Wks Ago  9/11/15 
Livestock and Products, 
Weekly Average          
Nebraska Slaughter Steers, 
35-65% Choice, Live Weight. . . . . .  .  162.95  151.96  138.27 
Nebraska Feeder Steers, 
Med. & Large Frame, 550-600 lb. . . . .  267.78  255.68  241.00 
Nebraska Feeder Steers, 
Med. & Large Frame 750-800 lb. . .. .  238.17  226.25  214.92 
Choice Boxed Beef, 
600-750 lb. Carcass. . . . . . . . . . . . . .  247.62  234.84  238.45 
Western Corn Belt Base Hog Price 
Carcass, Negotiated. . . . . . . . . . . . . ..  96.70  74.11  66.12 
Pork Carcass Cutout, 185 lb. Carcass 
51-52% Lean. . . . . . . . . . . . . . . . . . . .  101.43  88.33  84.61 
Slaughter Lambs, wooled and shorn, 
135-165 lb. National. . . . . . .  161.25  158.63  154.79 
National Carcass Lamb Cutout 
FOB. . . . . . . . . . . . . . . . . . . . . . . . . . .  366.37  353.81  359.13 
Crops, 
Daily Spot Prices          
Wheat, No. 1, H.W. 
Imperial, bu. . . . . . . . . . . . . . . . . . . . .  6.43  4.36  4.02 
Corn, No. 2, Yellow 
Nebraska City, bu. . . . . . . . . . . . . . .  .  3.39  3.55  3.59 
Soybeans, No. 1, Yellow 
Nebraska City, bu. . . . . . . . . . . . . .. . .  12.52  9.93  8.69 
Grain Sorghum, No.2, Yellow 
Dorchester, cwt. . . . . . . . . . . . . . . . . .  6.75  6.21  5.96 
Oats, No. 2, Heavy 
Minneapolis, Mn, bu. . . . . . . . . . . . . . .  3.88  2.71  2.85 
Feed          
Alfalfa, Large Square Bales, 
Good to Premium, RFV 160-185 
Northeast Nebraska, ton. . . . . . . . . . .  203.00  178.00  160.00 
Alfalfa, Large Rounds, Good 
Platte Valley, ton. . . . . . . . . . . . . . . . .  90.00  85.00  82.50 
Grass Hay, Large Rounds, Good 
 Nebraska, ton. . . . . . . . . . . . . . .. . . .  87.50  95.00  82.50 
Dried Distillers Grains, 10% Moisture 
Nebraska Average. . . . . . . . . . . . . . . .  105.00  135.50  137.50 
Wet Distillers Grains, 65-70% Moisture 
Nebraska Average. . . . . . . . . . . . . . . .  36.00  42.00  46.25 
 ⃰  No Market          
But oil price began another steady rise through the 
first half of 2014.  This time the Saudis began to cut 
their production a bit, but United States production 
continued to in-
crease robustly.  
By then, slug-
gishness in the 
Chinese econo-
my had become 
apparent. These 
two trends 
should bring oil 
price down.  
Still, the outlook 
was not clear – 
whether the Chi-
nese economy 
would falter seri-
ously, whether 
United States 
output would 
continue to increase at the same pace, and what the 
Saudis would do in either case.   
By October, the answers became more evident to the 
trade, leading to the price collapse. In response, not 
only did the Saudis maintain output rather than re-
duce it to support the price, from early 2015 onward 
they began to increase output.  While this helped 
them to maintain their revenues, the trade has charac-
terized it as an ongoing effort to lower the price in or-
der to drive new United States producers out of the 
market.  
Along with the increase in United States and Canadi-
an production, and the prospect of increasing exports 
from Iran, the world is awash with oil.  World econo-
mies remain sluggish, with diminished demand for oil 
and no prospects for any quick turnaround.  It seems 
that only increased turmoil or outright war in the 
Middle East would bring the price up significantly in 
the coming months. 
What does low oil price mean for gasoline prices?  
Prior to this year, whenever the oil price has been be-
low $50/barrel, average monthly United States gaso-
line price has been below $2/gallon.  We should ex-
pect to see $2 gasoline at the pump soon (see Scott 
Irwin and Econbrowser). 
 
 
Low gasoline prices will be welcomed by Nebraska 
motorists.  But that will bring ethanol prices down 
as well, meaning tough times for the huge Nebras-
ka ethanol in-
dustry. With 
the price of 
corn at roughly 
$3.60 per bush-
el, the net feed-
stock cost is 
about $0.90 per 
gallon of etha-
nol produced.  
Add another 
$0.50/gallon of 
variable costs, 
and plants need 
to get about 
$1.40/gal just to 
keep operating, 
with no return 
for capital.  Last week, they were being offered 
$1.35-1.45.   
The continuing slide of gasoline price from the cur-
rent $2.35 or so toward the $2.00 point will put fur-
ther downward pressure on the ethanol prices.  To 
make things worse for the plants, weaker crop pro-
spects have recently sent corn prices on an upward 
path.  Therefore, ethanol plant operating margins 
appear almost certain to go negative for many of 
Nebraska’s plants over the next few months, lead-
ing perhaps to some shutdowns or production cut-
backs. 
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Figure 1.  Oil Production vs Oil and Gasoline Prices 
